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MEMORAIDWS FOR:  Chief, Procurcment Division, OL

ATTENTION: I 25X1A

THROUGH: Chief, Support Staff, INPIC 25X1A
REFZRENCES: &. Procurement Division/OL Mesorandum to MHPIC/

Asgistunt for Plans and Development, dated
28 October 1566

b. NPIC/PaDS/D/MEEEEEcrorandun, dated 2L July 1966 opxq

DECLASS REVIEW by NIMA/DOD

25X1A

1. Your semcrandum, Gated 2% Ceiober 1968 (Reference a),
requested sssurcoce that NPIC would wuke funds availuble to ike totul
amount of _to cover & negotiited settlement of the subject
contracta.

2. It is the position of the Waointeal Development Siaff, NPIC
as clearly stated in owr wmemocandun, o .hod 21 July 1965 (Relerence ’os,
that in crdexr to effect un equitible settioment of these trsublescue
contracts and in order uwol Lo {inancd .lily distress u valuible supplier,
we would reluctantly support wa siter-the«fuet, chinge of scope on
what the contrector refers to as It I "Vieuws Hold-Doun Noechaniom”
43 described in Poragraph 5 of Reforcice (bl.

3. ¥t is a source ol proat concorn o this stalf that o major
portion of the contractuil trousles avident in these cunirucis
apparently origioeted from the fuct thet tis type of conbtrucis
nzgotiated were not suited to the reguircmend of the techinleul develop-
zend iunvolved; i.e., & fixed price (swply type) coatract for o
rescarch ard development effort that wis clesrly pushing the state-
of~thewirt. This {ype of contract was strenuously oblected to by
representatives of this stuff at the time of the original contract
nogotiutiors. This problem wuis further compounded by the fullure
to include the Development Objlectives (a very specific document) as
a part of the contract = thereby binding us legelly only to the
Contractor's Propocul.

Lk, This stuff questions the size of the nogotinted settleuent,

not becuuse of the amount of money involved, bub because we canaot
seo how thic figure wus obtained on the baais of 4 chanme of -scope
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on only Itent I as defined in parugraph 5 of ' Reference (b)e The best
figures this office has Yeen able to obtain from the Agency auditors
sre as follows:

Source Change of Scopa Total fogt for all

Item T only Changes of Scope

Contractors Estimate (Vacumm Hold Down) Ttems X, II, IXX,
of Cost. & IV.

F {ro fee)
tained fron auditor (10 fee)

Auditor's Estimate
of Allowable Costs

Calewlabed by usé  Obtained from auditor

% This figure was derived %y euiculating the sume percentage as
the coatractor allowed for both coniructsz. (Ttem I Cost

tained froa auditor

Items I, LI, IIT, & IV Cost
Base figures as obtained from euditor.

5. Ve do not feel that we can accept the comtractor's fioures
because they are obviously misleading, An analysis of the lubor
hours ulone would indicate that 35% of the total labor spent on these
tvo contracts was spent against the four {claimed) chuenge of scope
items leaving only 659 against the major engineering, fabrication,
and cheek oun of the equipment itself. Cbviously, this ig most
uniikely. I we accept the auditors allowable costs charpgable against

‘Item I this would indicate a scitlement on the order of BB

including profit. The Technlcal Develomment Staff feels strongly that
we cannot support any settlement which would iply our sanctiond
of a change of ccope on items obher than Item T {Vacoun Hold Dawx?;' .

6. There 48 a question confronting NPIC us to whebher oy a0t
this change of gscope can be churged azainst the year in whicl: the
change occurred or whether it must ecie from eurvent yeur funds which
are in short supply. The funding is [weiier couplicated by the
fact that puart of the cost of a setilzaont an
should be cherged sgainst the “amy ard I

vy since twoe of the unita
parchased were theirs through Joint procurcment action =- unless the
igency is willing to absorb this cost. We have no busis for going to
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the Services ror additional funds since they did not concur in the
so~called change of scope == t0 them, as to us, this was & fixed
price comtract, This is a very difficult problem we are tryling to
resolve, It will probably have to be ruled upon by the Genersl Cozmaul,
: _
7. This staff wo sottlcuent based upon the
& a reagonsble profit,

.t.,.
total wllowable coston Item I culy ~=- Vilu

evelopment, HPIC

Distribution:
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